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Ratesetting

Decision

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Order Instituting Rulemaking to Integrate and
Refine Procurement Policies and Consider Long- Rulemaking 10-05-006
Term Procurement Plans. (Filed May 5, 2010)

DECISION GRANTING PETITION FOR
MODIFICATION OF DECISION 07-09-044

1. Summary

This decision grants a Petition for Modification of Decision 07-09-044 to
eliminate the requirement in that decision to conduct energy auctions for
Residual Back-to-Back and Call Option products. The modifications are shown
in Attachment 1.
2. Petition

The Joint Petition of Southern California Edison Company (SCE), Pacific
Gas and Electric Company (PG&E), San Diego Gas & Electric Company (SDG&E)
and L. Jan Reid, Coast Economic Consulting (collectively, Joint Parties) for
Modification of Decision (D.) 07-09-044 was filed on April 16, 2012. D.07-09-044
adopted a Joint Settlement Agreement (with clarifications) regarding principles

for an energy auction process and products. Joint Parties state that all of the
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parties to the settlement were consulted and none expressed an objection to this
Petition.! No party filed in opposition to the Petition.

On September 20, 2007, in D.07-09-044, the Commission adopted the
provisions of a Joint Settlement Agreement that set forth the processes and
products included in the energy auction established by D.06-07-029. That
Decision and the Joint Settlement Agreement required the utilities to obtain an
independent evaluator to oversee any energy auction solicitation, evaluation and
selection processes. The Joint Settlement Agreement also required that the
energy auction include Back-to-Back Toll and Residual Back-to-Back Toll with
associated Day-Ahead Unit Contingent Call Option(s) products, “[u]nless a
product is found by the Commission to be unfeasible at the time the Commission
approves the utility’s application for the Energy Auction PPA, or the
Commission otherwise rules that the utility is not required to include a particular

product prior to the energy auction.”?

I The original settling parties include: SCE, PG&E, SDG&E, Constellation Energy
Commodities Group, Inc. and Constellation NewEnergy, Inc., Western Power Trading
Forum, the Division of Ratepayer Advocates, L. Jan Reid, ]. Aron & Company, The
Utility Reform Network, GenOn Energy, Inc. (formerly Mirant Corporation, Mirant
California LLC, Mirant Delta, LLC) (GenOn), Alliance for Retail Energy Markets, and
Barclays Bank, PLC.

2 D.07-09-044, Appendix A (Joint Settlement Agreement) § IV(A) at 4.
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Since 2007, SCE has conducted three energy auctions in compliance with
the Joint Settlement Agreement and the Decision. To date, PG&E and SDG&E
have not conducted any energy auction solicitations under the Decision and
Settlement Agreement. No auction participant bid on the Residual Back-to-Back
Toll product in any of the SCE auctions. Without any bids on the Residual
Back-to-Back Toll products, no Call Options could be selected. Accordingly,
after each auction, Sedway Consulting, Inc. (Sedway), the Independent Evaluator
retained by SCE, concluded that “an inordinate amount of time, effort, and
attention was spent in this Energy Auction on the[] complex [Residual
Back-to-Back and Call Option] products for which no parties ultimately bid.”3

Sedway therefore questioned the value of the Residual Back-to-Back / Call
Option products in the context of future Energy Auctions and recommended that
in future Energy Auctions, SCE, the Commission, and other parties to the
settlement agreement may want to consider eliminating these products because a

less complex auction might minimize confusion and attract more bidders.

3 See, .e.g., Sedway Consulting, Inc., Independent Evaluation Report for Southern
California Edison’s 2010 Blythe Energy Auction (July 27, 2010) at 4; Sedway Consulting,
Inc., Independent Evaluation Report for Southern California Edison’s 2010 Long Beach
Energy Auction (July 26, 2011) at4-57 Id.
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Therefore Joint Parties contend that there is no market and likely will
never be any market for the Residual Back-to-Back and Call Option products.
Joint Parties note that there may be additional products suitable for energy
auctions in the future that are currently not contemplated. The Petition does not
preclude future modifications for additional energy auction products.

Joint Parties contend they fully complied with the Commission’s Rules of
Practice and Procedure Rule 16.4(d) because this Petition could not have been
presented within one year of the Decision’s September 20, 2007 effective date.
They contend that several auctions were necessary to conclusively determine that
offering the Residual Back-to-Back and Call Option products was an exercise in
futility and that modification of the Decision was therefore not only appropriate,
but necessary.

SCE contends that it complied with the required auction process. SCE
reports that three energy auctions have occurred without any offers for the
Residual Back-to-Back and Call Option products, although each auction has
resulted in a PPA. The Joint Settlement Agreement provides that “[i]f no energy
auction bid is awarded in subsequent energy auctions for an Energy Auction
PPA, the stakeholders will meet and attempt to develop a recommendation to the
Commission regarding the Energy Auction PPA. If after sixty (60) calendar days
the stakeholders are unable to develop a joint recommendation, parties or
entities may make separate recommendations to the Commission regarding the

Energy Auction PPA.”4

4 D.07-09-044, Appendix A (Joint Settlement Agreement) § VI.
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Consistent with the terms of the Joint Settlement Agreement, SCE
conducted an auction in June 2011. That auction resulted in a PPA. Nevertheless,
in December 2011, SCE contacted the other parties to the Joint Settlement
Agreement to propose the joint filing of a petition to modify the Decision to
eliminate the products for which there is no market.

3. Discussion

SCE complied with the energy auction process specified under D.07-09-044
by conducting three auctions. PG&E and SDG&E did not conduct such auctions.
The Joint Parties have shown that there is no market for the Residual
Back-to-Back and Call Option products in energy auctions required under
D.07-09-044. The requirement that Residual Back-to-Back and Call Option
products should be required in energy auctions required under D.07-09-044
should be eliminated. Therefore, the Petition should be granted.
4. Comments on Proposed Decision

This is an uncontested matter in which the decision grants the relief
requested. Accordingly, pursuant to Section 311(g)(2) of the Pub. Util. Code and
Rule 14.6(c)(2), the otherwise applicable 30-day period for public review and
comments is waived.
Assignment of Proceeding

Michael R. Peevey is the assigned Commissioner and David M. Gamson is
the assigned Administrative Law Judge in this proceeding.
Findings of Fact

1. D.07-09-044 adopted a Joint Settlement Agreement that set forth the

processes and products included in the energy auction established by
D.06-07-029. D.07-09-044 and the Joint Settlement Agreement required the

utilities to obtain an independent evaluator to oversee any energy auction
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solicitation, evaluation and selection processes. The Joint Settlement Agreement
also required that the energy auction include Back-to-Back Toll and Residual
Back-to-Back Toll with associated Day-Ahead Unit Contingent Call Option(s)
products, unless a product is found by the Commission to be unfeasible at the
time the Commission approves the utility’s application for the Energy Auction
PPA, or the Commission otherwise rules that the utility is not required to include
a particular product prior to the energy auction.

2. SCE conducted three energy auctions under the process specified by
D.07-09-044. PG&E and SDG&E did not conduct any such auctions.

3. The three SCE energy auctions did not result in any offers for the Residual
Back-to-Back and Call Option products.

4. Several auctions were necessary to conclusively determine that offering the
Residual Back-to-Back and Call Option products would result in no bids.
Conclusions of Law

1. SCE complied with the energy auction process specified under D.07-09-044
by conducting three auctions.

2. There is sufficient information to conclude that there is no market for the
Residual Back-to-Back and Call Option products in energy auctions required
under D.07-09-044.

3. The requirement that Residual Back-to-Back and Call Option products
should be required in energy auctions required under D.07-09-044 should be
eliminated.

4. This Petition could not have been presented within one year of the

Decision’s September 20, 2007 effective date.
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ORDER

IT IS ORDERED that:

1. The Joint Petition of Southern California Edison Company, Pacific Gas and
Electric Company, San Diego Gas & Electric Company and L. Jan Reid, Coast
Economic Consulting for Modification of Decision 07-09-044 was filed on
April 16, 2012 is granted.

2. Decision 07-09-044 is modified as set forth in Attachment 1.

3. Rulemaking 10-05-006 is closed.

This order is effective today.

Dated , at San Francisco, California.
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Attachment 1

Proposed Modifications to Appendix A of Decision 07-09-044

IV. Energy Auction Product Descriptions

(Pages 4-5)

A. Unless a product is found by the Commission to be infeasible at the
time the Commission approves the utility's application for the Energy
Auction PPA, or the Commission otherwise rules that the utility is not

required to include a particular product prior to the energy auction, the
energy auction for each Energy Auction PPA shall include thefellewing

propesed-produets:{H a Back to- Back Toll {deseﬂbed—belew—méeet}eﬂ

addition, the utility may offer as a product: (1) novation (described in
Section IV.D below); or (2) any other Commission approved product(s) (as
described in Section IV.E below).

Pages 9-17

é Residual Eg"f]kg” ; “EIEE}IEH with-Associated Day-Ahead Unit
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